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TO THE CHAIRMAN AND MEMBERS January 25, 1977

OF THE FINANCE COMMITTEE

OF THE REGIONAL TRANSPORTATION AUTHORITY

SUBJECT: CTA Submission - RTA proposed annual program

and Budget for Fiscal Year 1978

Mr. Chairman and Members of the Finance Committee:

The fundamental ingredient of the budget recommendation for the

RTA 1978 fiscal year is a basic plan that supports the mission of the

Chicago Transit Authority within the Regional Transportation Authority

as set forth by you. For the first 25 years of CTA's life, traffic dropped

each year until the 1970's. But now passenger riding on CTA has remained

essentially stabilized for seven years standing at 600 million per year

with year-to-year fluctuations within 3 to 5%. This is a more constant

product demand than can be found in most businesses in the region

be they services, retailing, agriculture or manufacturing. This stability

in a period of cuaLinuOuS inflationary pressure is a tribute to the policy

of holding fares firm from 1970 until the 5^ adjustment of September 1976.

\
A-1





This pricing freeze was accompanied by a steady effort to improve

system productivity while retaining comprehensive service coverage

by CTA buisos and trains throughout the city and contiguous suburbs.

Here we see how passengers served per vehicle mile, a good efficiency

test, has been held over the years. Notice how CTA's level is

substantially better than the national average.

Under the present transit management and funding framework of

the Northeastern Illinois Region, the Regional Transportation Authority

fixes CTA fares and approves the level of service CTA provides.

When, in July of 1976, RTA specified fare increases, it was clear that

they would meet only part of the inflationary increase in cost being

experienced. Therefore, in an effort to reduce net cost CTA began

a review of all of its services to adjust the level so as to eliminate

the least used trips. This process, which will be an ongoing one,

has already produced savings in annualized net cost of several

million dollars. A little of such pruning of service is a healthy thing,

but a heavy hand with service cuts would produce serious inconveniences

for the public which would be reflected in a negative impact on the

economy, not to mention a loss of farebox revenue that could wipe out

the cost savings.

That CTA has managed this problem is reflected by the relatively

low public funding need per rider served. Your 1977-1981 5-year

transit program document reported that the subsidy per passenger on

CTA was 16<i; as compared to 2^^ for each commuter rail rider and

41<!: for each suburban bus rider.

A-2



'i I

A. T'S i;



Public funding of transit in Chicago is not as costly as in many

large cities throughout the world. Some fund as much as 2/3 to 4/5

of the cost of transit from sources other than the farebox . In this

bracket are such cities as Rome, Paris, Boston, San Francisco

and Seattle.

Among the cities where 1/2 to 2/3 is publicly funded are

Minneapolis, Los Angeles and Cincinnati.

Cities where the public funding requirement is lowest, running

only 1/3 to 1/2 of the cost include Detroit, New York City and

Chicago, where we expect the need not to exceed 41% of total

operating cost.

In setting forth our objectives for RTA FY1978, from which the

recommended budget is constructed, we therefore provided for

continuation of the policies represented by current fares and services.

Under this budget, the quantity of CTA service in the area would not

diminish. The quality of that service would improve. During the year,

for example, delivery of the current order of 200 rapid transit cars,

all air-conditioned, radio-equipped and with hi-performance power

packages and cab signalling, will be replacing an equivalent number

of vehicles ranging up to 30 years of age. Before we enter RTA FY78,

new bus deliveries will have raised to 78% the portion of bus fleet

operated with air-conditioned, radio-equipped modern units.
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Of course, since this new equipment has features which were not on the

old, iJiore will bo more hardware to maintain and supporting these

policy-directed improvements will require men and materials. By dint

of the best efforts at all levels of our organization, we project that

we will be able to balance overall operations so as to freeze or at

least not to significantly increase, manhours needed. In other words,

for example, manhours will be required to do some work we didn't have

in the early part of last year, such as radio, signal and air-conditioner

maintenance, but the upgrading of service control through the new

radio system, the more efficient assignment and control of maintenance

through our new computerized vehicle utilization system will be

offsetting payoffs coming on-line during the year.

Incidentally, the unabating snow and bitter cold of this winter

has made it one of the most damaging of the century to our bus, rail,

building, track and power equipment. While, through superhuman

effort of our operations people, CTA was able to avoid massive breakdowns

such as befell Amtrak or the Washington bus system, we will be well

into the summer before all the effects have been overcome.

The nation's second largest public transportation system, CTA

provides a vital public service to the city of Chicago and 36 suburbs

with a total population in excess of 4 million. CTA's services also are

used regularly by many thousands of persons from the far-flung suburbs

who come to and from the city to work, to do business, to shop, to

attend sports events, and to enjoy the cultural attractions.
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With 1,200,000 originating riders and approximately 800,000

transfer passengers each weekday, CTA provides approximately 87%

of all public transportation rides taken every weekday throughout the

six-county RTA area

.

The CTA is a public business of people moving people. Nearly

12,000 CTA employes are immediately involved in providing the service--

bus drivers, rapid transit train service and station employes, and

craftsmen employes who keep 2,400 buses and 1,100 rapid transit cars

and 142 stations in clean, safe working order.

CTA's buses make more than 33,000 trips each weekday on 137 routes

over 2,000 miles of streets to serve our 13,400 bus stops. Rapid transit

trains make more than 2,600 trips a day on seven routes over 90 miles

of right-of-way

.

Persons of all levels of income depend upon the CTA for regular

travel needs. The service is an absolute necessity for hundreds of

thousands of persons who have no other way to travel, who cannot

afford to own or who cannot drive an automobile.

More than half of all CTA routes operate continuously around the

clock every day of the year. CTA service at all hours of the day and

night is important for varous types of travelers. For example, service

in the "owl" or early morning hours is especially important to the many

thousands of persons doing the housekeeping in office buildings,

to policemen and firemen going to and from duty, to thousands of

employes of the large public utility systems, and to nurses and

other employes going to and from the large medical centers,
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The CTA is one of only a few large public transportation systems of

the world providing such comprehensive service. And the CTA's service

has in effect become even more comprehensive with the use of the RTA's

new universal transfer providing for the interchange of passengers with

the suburban bus systems.

Chicago's great downtown area could not exist as we know it were

it not for public transportation which is used regularly by 86% of the

more than 280,000 persons who make up the peak daytime downtown

population each weekday. Of this large percentage depending upon

public transportation for trips to and from downtown, 47% use the CTA,

35% use commuter railroads, and 4% the suburban buses.

Besides downtown, the CTA service is highly important for trips

throughout a large service area. Within the 228 square miles that

make up the city of Chicago, there is a transit route within 3/8ths

of a mile of 99% of the population. Within the CTA's wide- scale area

of direct service there also are such major suburbs as Evanston, Skokie,

Oak Park, Forest F&rk, Cicero and Berwyn.

Even if many suburban residents in the metropolitan area never have

occasion to use the CTA service, it is still very important to them and

the economic wellbeing of their communities. Good public transportation

is vital to Chicago's economy, and a strong central city is important to

the suburban area in terms of the goods and services the suburban plants

and business establishments provide to the city.
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In summary, in FY 1978, we expect to provide the communities of

the region with essentially the same quantity of service, but of an

improved quality. It is important to note that were inflation in some

marvelous way to fall to zero, the total cost of CTA operations

would be essentially unchanged.

t^i^-ty(^-if-CU9

George Krambles
General Manager
Chicago Transit Authority
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CHICAGO TRANSIT AUTHORITY

January 25, 1977

TO THE CHAIRMAN AND flEMBERS
OF THE FINANCE COMMITTEE
OF THE REGIONAL TRANSPORTATION AUTHORITY

SUBJECT: CTA Submission - RTA Proposed Annual Program
and Budget for Fiscal Year 1978

Mr, Chairman and Members of the Committee:

The CTA has submitted projections that total $343,583,000

in operating expenses for the RTA fiscal 1978. This coirpares

with $316,654,000 projected for the RTA fiscal 1977 ending

June 30, 1977.

By far, the largest single reason for the increase is the

expectation that the current inflationary cycle will continue

at a rate of 6% per annum. Transit is universally recognized as

a "labor-intensive" industry, inasmuch as payroll comprises the

greatest factor of costs. For the CTA, labor costs represent

approximately 82 percent of total operating expenses.

Labor

CTA expects to spend $280,700,000 for operating labor includ-

ing fringe benefits in RTA's fiscal 1978. For the prior fiscal

year, labor cost is estimated at $259,750,000.

The major cause for this increase is the periodic adjustment

of the CTA wage rates to correspond with the changes in the Con-

sumer Price Index for Chicago. For 1978, CTA assumed a 6% in-

crease in this index. However, it should be noted that any
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significant change in the CPI has a direct and almost immediate

effect on the labor cost. Employees' fringe benefit costs will

also be affected by projected increases in the cost of medical

insurance, FICA and Workmen's Compensation claims.

Another factor which can have a significant effect on the

labor costs will be the provisions of the new labor contract to

be negotiated. As the current contracts for the majority of CTA

employees expire November 30, 1977 - seven months prior to the

RTA's 1978 year end of June 30, 1978 - major changes in the

contracts would affect our projected 1978 labor costs.

Materials

The CTA projected material cost of $19,271,000 for RTA fiscal

1978 is higher than that projected for fiscal 1977. This reflects

not only inflationary induced price increases but also anticipated

increases in cost due to maintenance needs of new features and

greater sophistication of the CTA's equipment and facilities.

The CTA is presently receiving 200 new buses which will bring

the fleet of modern air-conditioned buses to 1,870. This will

mean that 78% of the operating fleet of 2,400 buses will be modern

equipment with the latest features for comfort and safety. While

this needed equipment adds significantly to the quality of the

service, the air-conditioning and other new features also add to

maintenance costs. Similarly, the installation of cab signaling

on the rapid transit system for greater safety has been accompanied
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by a need to expend effort and money to maintain this system.

The projection also provides for increased car maintenance

on the rapid transit system. The delivery of 200 new rapid

transit cars is to be made in the next 15 months, but we still

will have 550 old cars which, because of age, become more diffi-

cult and increasingly more costly to maintain.

In our efforts to improve service during 1976, responsibility

for maintaining and repairing escalators was transferred from an

outside contractor to our own full time crew who are performing

this task in a much more effective, albeit, more costly manner.

This is another example of increased maintenance cost.

Fuel & Electric Power

Total fuel and electric power costs of $17,767,000 are pro-

jected for RTA fiscal 1978. This coitpares to a projected

$15,907,000 for the prior fiscal year. Price increases are anti-

cipated in the budget for both diesel fuel and electricity for

powering the rail system. Diesel fuel is projected to rise to

an average 38. 3<: per gallon for RTA fiscal 1978 from 34. 8 v in

1976. An increase of 8.9% for electricity is expected in 1978

over 1977.

The CTA' s fuel cost has been adversely affected by a consist-

ent reduction in miles per gallon. This results from changes in

the fleet structure, with new buses having larger engines and

air conditioning.
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Provision for Injuries & Damages

Consistent with current practice, this provision is based on

a rate of 3^5% of total operating expense, excluding the provision.

At $11,619,000 for 1978, this represents management's best estimate

of costs arising from claims during RTA fiscal 1978.

All Other

At $14,226,000 for 1978, All Other Expenses are at approxi-

mately the same level as 1977. Although costs within this category,

such as occupancy costs, utilities, heating, etc., have increased,

workmen's compensation costs are no longer a part of All Other

Coses - effective January 1, 1977.

SYSTEM-GENERATED REVENUES

The CTA is projecting total system-generated revenues of

$202,789,000 for the RTA fiscal 1978. This compares with projected

1977 system-generated revenues of $202,144,000.

Fare Box Revenue

Fare Box Revenue of $174,860,000 for 1978 represents 86% of

the total revenues and includes a full year of the fare increase

which became effective September 5, 1976, at the direction of the

RTA. Since the fare increase, the CTA has experienced a decline

in ridership. This decrease in ridership has been incorporated

into the 1978 fare box revenue projection.

Other Passenger Revenue

Other Passenger Revenue of $24,517,000 for 1978 includes
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reimbursements by other agencies for carrying passengers at

reduced rates as well as revenue from special transportation

services. Revenues within this category are anticipated to re-

main stable as compared to 1977.

Other System-Generated Revenue

Other System-Generated Revenues of $3,412,000 for 1978 are

also anticipated to remain stable as compared to 1977.

TOTAL PUBLIC FUNDING REQUIRED

The Public Funding Requirement is estimated at $142,678,000

to help cover operating expenses for RTA fiscal 1978. This com-

pares with a currently projected public funding requirement of

$117,012,000 for 1977.

The CTA's 1978 projection also shows a need for $1,584,000 in

public financial assistance to meet interest requirements on out-

standing CTA revenue bonds. Also shown is an amount of $300,000

for unanticipated capital expenditures of ?n emergency nature. No

provision is made for debt service on equipment trust certificates

in 1978, since the final payment was made on December 1, 1976 and

the debt was retired on that date.

CTA'S LOW PERCENTAGE OF PUBLIC ASSISTANCE

While the CTA will need more assistance through the RTA to

meet higher costs caused by inflation, the CTA's percentage of

public funding in relation to operating expenses has been less

than that of virtually all of the other major public transport-
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ation systems in the country.

For the CTA 1976 fiscal year, public funding being provided

by the RTA to the CTA for operating costs represents only 34 per-

cent of the year's total operating expenses. The CTA's proposed

requirement of 37 percent in RTA assistance for RTA' s 1977 and

41 percent for 1978 fiscal years remains very low in comparison

with most of the other major public transit systems.

The CTA's percentage of 34 percent for 1976 should be com-

pared with Atlanta, where public funding pays for nearly 76 percent

of operating costs; with Boston, with a public funding percentage

of 73 percent; with Seattle and San Francisco, each with 68 percent

of public funding, and with the St. Louis Bi-State Authority, which

receives 6 7 percent of its operating costs through public funding.

In sharp contrast to the CTA in the ratio of public assistance

are San Diego, 65 percent; Portland, 64.9 percent; St. Paul-

Minneapolis, 6 2.8 percent; Los Angeles, 62 percent; Cincinnati

and Oakland, 58 percent; Philadelphia and Pittsburgh, 50 percent;

Detroit, 4 9 percent; and Houston, 4 4 percent.

For the New York City Transit Authority, the ratio of public

assistance to operating expenses is now 36.9 percent, but this

percentage was achieved only after a substantial fare increase and

service reduction.
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RIDERSHIP

While overall riding in recent months has declined, there are

some positive trends. For instance. Bargain Fare riding on Sunday

has remained strong since the fare increases. The present Sunday

Bargain Fares are 33 percent lower than fares prior to instituting

the bargain program two years ago, but average Sunday revenue is

only 6 percent lower.

For 15 Sundays since the fare increase, Sunday ridership

still showed an increase of 47 percent. Sales of Sunday Super

Transferpasses have continued to increase, with recent Sundays

showing an average sale of 97,709 Super Transferpasses. The

present level of Transferpass sales represents an increase of

48.5 percent over the comparable period of 1974 when this incentive

fare program was begun.

Of special significance is the fact that the percentage of

riders purchasing the one-hour transfers throughout the week is

continuing to rise. At present, 70.7 percent of originating

riders are buying the one-hour transfers, as compared with 65.5

percent a year ago. Universal transfer sales of close to 50,000

per week is another indication that public transportation users

in the community respond to fare reductions, and leads to viewing

the individual carriers as part of an integrated network. There

are positive indications that riders are getting more service from

the CTA and RTA than ever before.

Finding the right balance point between a high level of
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safety and quality service versus reasonable costs is an on-going

activity at CTA. The entire CTA staff is dedicated to looking

for opportunities to improve safety and quality service and in-

crease productivity.

Paul J. Kole
General Finance Manager
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TO THE CHAIRMAN AND MEMBERS
OF THE FINANCE COMMITTEE
OF THE REGIONAL TRANSPORTATION AUTHORITY

SUBJECT: CTA Submission - RTA Proposed Annual Program
and B'jdget for Fiscal Year 1978

Mr. Chairman and Members of the Committee:

Over the last five years, the CTA has received an average of $80 million

a year in state and federal grants to replace v/orn~out equipment and

facilities. To continue and improve the delivery of transportation services,

CTA requires the further investment of capital funds.

Until recently, the CTA was able to participate in federal and state

grant programs without requesting assistance from the RTA. However,

since the state no longer provides the so-called "soft match," we must

now request l/15th of the cost of these much needed improvements

from the RTA

.

In anticipation of the continuation of this annual investment in

capital improvements, the CTA has submitted a proposed 1978-82,

five-year program of $643 million. The highlights of this program

include the replacement of all remaining 30-year-old rapid transit cars,

the purchase of 400 buses, the continuation of the modernization of

support facilities, such as bus and car shops and so on.
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The largest single item would be more modern rapid transit cars of

which the CTA needs approximately 600. Your budget proposal indicates

a commitment to purchase 300 cars at an estimated cost of $153 million,

of which the RTA share would be $10 million spread over five years.

Because of the long lead time, we need a commitment in FY 78 in order

to have this new equipment delivered in the early 1980 's. By then,

there still would be 300 other cars 35 to 40 years of age in service and

in need of replacement. To maximize the opportunity to modernize this

remaining part of our fleet, we are recommending the inclusion now of

an option to extend the purchase as soon as funding resources make it

possible

.

Another urgently needed item is the funding in FY 78 of the purchase

of 200 buses, which is a continuation of our adopted program to replace

buses over 12 years old.

The CTA also urges your approval of the $56 million program still

under review, as set forth in the proposed capital budget.

The funds recommended by the RTA staff for CTA capital improvements

should be viewed as minimum requirements for FY 78 programming.

CTA capital improvement projects included in the RTA FY 78

are consistent with the transportation improvement program that has

already been adopted by the designated metropolitan planning organization,

and are included in the five year program that was^opted by the RTA in 1976,

George Krambles

General Manager
Chicago Transit Authority
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CHICAGO TRANSIT AUTHORITY

Comparison of Public Funding
For Larger Transit Systems

PROJECTED ACTUAL

Atlanta (MARTA)

Boston (MBTA)

Seattle

San Francisco (MUNI)

St. Louis (BI-STATE)

San Diego

Portland, Oregon

St. Paul, Minnesota (MTC)

Los Angeles (SCRTD)

Cincinnati (SORTA)

Oakland (AC)

Philadelphia (SEPTA)

Pittsburgh(PAT)

Detroit

Houston

Columbus (COTA)

Dallas (9-30-77 & 9-30-76)

New York (NYCTA)

Baltimore (MTA)

Chicago (CTA)

Fiscal Year Ended
12-31-76 or 6-30-77

Amount Ratio to
(In Millions) Total Expense

$ 30.8 75.8^

170.0 73.6

26.5 68.0

52.5 68.0

31.3 67.0

18.3 65.4

19.5 64.9

28.0 62.8

111.7 62.0

11.6 58.5

32.8 58.0

88.3 50.1

38.2 50.1

32.8 49.0

9.0 44.3

4.3 37.4

6.6 37.3

458.5 36.9

19.1 36.7

106.4 34.9

Fiscal Year Ended
• 12-31-75 or 6-30-76
Amo\ant Ratio to

(In Millions) Total Expense

$ 27.8 73.8%

149.4 69.4

22.0 60.9

48.1 68.1

25.6 64.2

13.9 57.5

15.2 59.2

18.7 53.7

106.4 63.1

9.3 55.8

52.2 67.6

75.0 44.4

35.5 '9.4

26.6 42.8

5.0 29.1

3.1 31.0

5.2 31.5

520.0 39.9

16.6 36.8

93.7 33.1

December 8, I976
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OPERATING EXPENSES
(S IN MILLIONS)



Ill
1976 1977 1978

PROJECTED

ll I i
'9'5 1976 1977

FUEL& ELECTRIC

ll
1975 1976

I

PROVISION FOR
MILLION -1 INJURIES & DAMAGES

II IP
i

19'5 1976 1977 1978

ALL OTHER EXPENSES
TOTAL OPERATING EXPENSES

II
19?5 1976
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SYSTEM GENERATED REVENUE
(S IN MILLrONS}



OTHER PASSENGER REVENUE
FARE BOX REVENUE

II
1975 1976

TOTAL PASSENGER REVENUE

II
^ H

I
1975 1976 1977 1978

OTHER SYSTEM REVENUE

llli
1975 1976 1977

TOTAL SYSTEM GENERATED
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STATEMENT OF OPERATIONS
($ IN MILLIONS)



TOTAL PUBLIC FUNDING
MILLION -|

$

1975 1976 1977 1978

ACTUAL PROJECTED
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